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INFLUENCES AFFECTING THE DEVELOPMENT OF 

THRIFT 

IT is over a century since political economy elevated the 
lowly quality of thrift to the rank of a cardinal virtue. At 
present the view is widely held that one of the best tests 
of the worth of a man is his power to sacrifice present enjoy- 
ments for the sake of his own future and that of those depend- 
ent upon him. If the potentialities, moral as well as material, 
of any social class are to be demonstrated, statistics of the 
savings of that class are collected. If it is proposed, through 
legislation, to liberate a given social class from some of the 
uncertainties and hardships of the laissez-faire regime, one of 
the first questions to be raised is : " What will be the effects 
upon the habits of saving of the class concerned?" 

If the beneficent effects of thrift were confined wholly to the 
individuals practicing the virtue, we should, as philanthropists, 
regard the development of thrift with the deepest interest. But 
the benefits of thrift are not thus narrowly restricted. The man 
who saves creates capital, and thereby, according to accepted 
theories, contributes to the economic welfare of even those who 
consume their entire incomes day by day. Most economists 
believe that the existing high average of material welfare would 
have been impossible but for the vast accumulations of the past, 
and that the future progress of the working class, as indeed 
of all classes of society, depends upon the continued increase 
of capital. Now if this is true the greatest importance attaches 
to the study of the forces governing the development of habits 
of saving in society at large. This seems so obvious that one 
would naturally expect to find numerous bulky volumes devoted 
to the psychology of thrift and to the economic and sociolog- 
ical conditions under which it flourishes. 

As a fact, however, no such volumes are to be found. One 
aspect of the question — the effect upon saving of variations in 
the interest rate — has of late years received an immense amount 
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of attention. Otherwise little progress has been made beyond 
the position taken by John Rae seventy years ago. One may 
summarize the accepted treatment of the subject as follows : 
different races, social classes, individuals, show varying degrees 
of thrift. Saving is conditioned, on the subjective side, by 
intelligence, education and regard for the welfare of one's de- 
pendants ; on the objective side, by security of property and 
certainty of life, and by the reward for saving in the form of 
interest. 

No doubt these observations are sound as far as they go, but 
they leave a great many troublesome phenomena without ade- 
quate explanation. I know of a town where, in the judgment 
of the most competent observers, the inhabitants are, as a rule, 
living quite up to their incomes, if not somewhat beyond them. 
This was not true ten years ago. At that time the inhabitants 
of the town in question were generally adding to their per- 
manent funds. The population is composed of practically the 
same elements ; there is no sign of a decline in general intelli- 
gence or education — quite the reverse. Incomes are probably 
somewhat larger, on the average, today than they were ten 
years ago; consequently failure to save cannot be ascribed to 
poverty. Interest rates have not fallen perceptibly ; the induce- 
ment to save is therefore not less. Property was never more 
secure than it is at present ; the public health was never better. 
What, then, are the forces that have brought about the change 
in the habits of the community? 

A few years ago it was widely debated whether or not Eng- 
land was living beyond her income, trenching upon her accu- 
mulated capital. The debate was decided in the negative, I 
believe; but it was generally admitted that the progress of 
accumulation had slackened of late years. Are we to suppose 
that the English are less intelligent, prudent or considerate of 
their heirs than they formerly were ? Interest rates have fallen 
somewhat ; but these have fallen in other countries where no 
diminution in saving is in evidence. 

Men are frequently heard to assert that they are unable to 
save any part of their incomes. Their fathers, however, accu- 
mulated comfortable capitals on smaller incomes. Have we 
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here merely a case of degeneracy? If the instances were rela- 
tively infrequent we might content ourselves with this explana- 
tion. But when whole classes of men plead guilty to the same 
weakness, we may suspect that forces having another origin are 
at work. And that whole classes do confess that they suffer 
from this weakness is proved by one of the most familiar lines 
of attack of the ubiquitous insurance agent : " You know that 
you can't save your money. You will spend it on transient 
pleasures and have nothing to show for it. Give it to me and I 
will protect it from you." 

Such facts a^ these suggest that, in conjunction with the forces 
of secular change which strengthen or weaken, in greater or less 
degree, the accumulative tendencies of society at large, such as 
progress in the art of government and in general enlightenment, 
we shall find at work other forces, the operation of which is 
limited to particular localities or social classes, or to particular 
phases of economic or social evolution. It is to an investiga- 
tion of such forces that the present paper is devoted. 

It will be readily admitted that great variability in thrift ex- 
ists among persons whose circumstances are substantially iden- 
tical. In other words, there are purely personal differences in 
thrift. Such differences it is no part of my purpose to explain, 
if indeed they are subject to scientific explanation at all. I 
call attention to them only in order to indicate my method of 
procedure. I shall assume that every individual has a certain 
tendency to save — an instinct, as it were — which may be re- 
garded as a part of his personality, and that this tendency re- 
mains unchanged whatever his environment. A man having a 
given instinct of thrift may be placed in an environment where 
it is impossible for him to save, or he may find an environment 
which encourages saving. Where, for example, a class of men 
receive incomes that barely suffice for existence in accordance 
with the established standard of living, any tendency to save in 
members of the class is held in abeyance. Where, on the other 
hand, a class of men enjoy incomes more than sufficient to meet 
the requirements of the prevailing standard of living, saving 
becomes easy even for those in whom the thrift instinct is weak. 
Actual saving is determined by the relation of personal thrift to 
the particular environment in which one is placed. 
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Certain features of the environment I shall disregard because 
they have already received as much attention as they deserve. 
I shall not discuss the effect of increase of income upon the 
tendency to save. So far as this factor enters into the study at 
all, I shall assume the fact to be established that the greater the 
income the greater the chance that the natural tendency toward 
thrift will find expression in actual savings. For the same 
reason I shall disregard the effect of changes in the rate of 
interest, assuming, wherever necessary for the argument, that 
the higher the rate of interest the greater the stimulus to thrift. 
I am aware that this is not universally true ; that there are cir- 
cumstances in which the reverse is the case. 1 But I see no 
reason for rejecting the ordinary view that most men will in- 
crease their savings when interest rises and reduce them when 
it falls. 

Abstracting from purely personal differences in the accumula- 
tive instinct and from the effect of variation in the interest rates 
and differences in income, there appears to remain just one im- 
portant economic factor that may exert an influence upon 
thrift. This factor is the character 2 of an investment open to 
savings. There are, further, a number of sociological factors, 
of which the most important are the standard of life and the 
existing social ideals relating to thrift. These factor's I shall 
discuss in the order given. 

II 
A man may invest his savings in concrete capital goods to be 
used under his own business direction, in concrete capital goods 
to be used under the direction of other persons, or in " intangi- 
ble" property — bank deposits, notes, securities and the like. 
Within each class of investments there is, of course, an indefi- 
nite variety of sub-classes. Tangible investments vary in the 
permanence of the capital goods in which they consist, and this 
fact has some importance for the present study. In intangible 
investments the differences most relevant to my purpose are 

'ty. Webb, Industrial Democracy, vol. ii, p. 610 et seq. 

1 1 do not include under " character of investments " the productiveness of invest- 
ments. 
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found in the relative ease of withdrawal of the invested sums. 
It is obvious that these different classes of investments, even 
when yielding equal returns, may vary in their appeal to thrift, 
and that those persons who are so circumstanced as to be able 
to avail themselves of the more attractive investments will, other 
things equal, be the more likely to save. 

Of these classes of investments the one which gives the 
greatest incentive to save is tangible capital goods to be em- 
ployed in one's own business. It appears to me altogether 
probable that the mere fact that such goods are constantly 
under the owner's eye gives them a power of appealing to the 
imagination not possessed by, say, a parcel of securities of 
equal earning power. But apart from any such influence, the 
mere instinct to save is, in the case of such investments, rein- 
forced by a number of other instincts. There is such a thing 
as a pleasure arising from activity and achievement — even 
economic activity and achievement, and a necessary condition 
of such activity is the possession of appropriate equipment, 
capital goods. The owner of a well-equipped farm or factory 
or shop derives from it an amount of satisfaction which is not 
wholly due to its capacity for yielding income. It follows that 
he will make greater sacrifices to secure such equipment than 
he would make to secure a capital yielding an equal income, but 
managed by another. 

In the case of investments in land, another instinct reinforces 
the accumulative tendency. Most men of European descent, 
if not men of all races, have a latent desire to possess land — 
land hunger. Men who would save for no other purpose will 
often display extraordinary thrift when the reward is the pro- 
prietorship of a bit of land. In the case of investments in 
dwelling houses, account must be taken of a group of powerful 
instincts that likewise lend support to the tendency to save. A 
home of one's own is far more important than a mere in- 
vestment. 

Furthermore, we must not lose sight of the fact that tangible 
investments create an illusion of security that does not attach to 
intangible investments. The farmer sees the substance of his 
investments constantly before him. These things he knows he 
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will continue to possess, even though war or commercial dis- 
aster overtake the community. And if the capital value of his 
investment shrinks, he is not apprised of the fact by quotations 
published daily in the newspapers or hourly on the pestilential 
ticker. It is therefore only natural that in wide sections of the 
country men should regard investments in land as peculiarly 
safe. In many parts of the Middle West the capital value of 
land is so high that rentals, in good years, yield only four or 
five — sometimes only three — per cent on the investment; and 
in bad years the rentals may be equivalent to only one or two 
per cent. Such lands are subject to wide fluctuations in value ; 
yet their owners wonder at the temerity of those who invest in 
Wall Street securities, the capital value of which is, in reality, 
no more subject to fluctuations, and the income from which is 
far more certain. 

We may assume that the potency of this illusion of superior 
stability grows less as we advance to the higher levels of busi- 
ness enterprise. Yet it does not altogether disappear. It is 
improbable that the owner of a factory undergoes such acute 
distress upon the approach of a crisis as does the owner of 
securities of equal earning power. The former knows that in 
the time of depression he could sell his mill only at a sacrifice. 
But he does not intend to sell, and information as to what 
similar mills are bringing at forced sale excites no consternation 
in his mind. He believes in such a thing as " true value," and 
that his mill retains its true value in spite of market aberrations. 
The owner of securities may have no intention of selling them 
until the crisis is over, if even then. But he is accustomed to 
watch the market quotations, and is much more inclined to ac- 
cept market value for true value ; hence he feels that with de- 
cline in stocks his capital is melting away. 

One further superiority of tangible investments is to be found 
in the fact (or illusion) of superior productiveness. Often an 
addition to one's equipment of capital goods renders possible a 
more effective employment not only of the capital goods origi- 
nally acquired, but also of one's labor force. The farmer who 
invests his savings in a corn-stalk shredder increases the utility 
of his supply of fodder, and secures an opportunity for the more 
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constant employment of his own time or of that of his hired 
man. In political economy, it is true, we usually assume that a 
man can always obtain, through loans, as much capital as he can 
find uses for in ways that are equal or superior to the average 
in productivity. In practical life, however, a man can borrow 
capital only so long as he can give adequate security for it — a 
very different state of things. And so it happens that a consid- 
erable proportion of our enterprisers have at their command 
opportunities for the profitable investment of capital which they 
cannot exploit until they have accumulated capital of their own. 

While there is often justification for the view that capital 
under one's own control can be made to yield higher returns 
than it would yield as a properly secured loan to another, it 
sometimes happens that such superior productivity is a mere 
illusion, arising from the natural tendency to overrate one's own 
judgment and business capacity. But since it is anticipated 
rather than assured earnings that lead in this case to the saving 
of capital, the illusion must exert a certain influence in stimu- 
lating saving. 

Investments in tangible capital goods to be placed under the 
business control of others include the wide range of permanent 
productive instruments held for hire : farms, dwelling houses 
etc. Some of the factors described above tend to enhance the 
attractiveness of this class of investments also, as, for example, 
the illusion of greater stability of value and, in the case of land, 
prestige of proprietorship. Many of the factors, however, are 
obviously wanting, and we may therefore conclude that it takes 
a higher order of thrift to save for the purpose of making such 
investments than to save in order to make investments falling 
under the first class. 

Investments in intangible property, as the foregoing discus- 
sion has already indicated, make a less powerful appeal to the 
accumulative instinct than do investments consisting in concrete 
capital goods — at any rate, than capital goods of the class first 
described. Intangible investments themselves differ in strength 
of appeal according to their form. It is easier to acquire a 
taste for rentes than for deposit accounts in savings banks. 

But what is of more importance than the concrete form is the 
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relative ease or difficulty of withdrawing savings once invested. 
It is a fact of which most persons are conscious that the strength 
of the desire to accumulate varies from day to day. At one 
time the resolution to economize prevails ; at another time the 
disposition to spend. If one keeps his savings in his own strong 
box, it is likely that recurring periods of self-indulgence will 
make sad inroads upon the funds set aside in the periods of 
thrift. This fact is so generally recognized that men have re- 
sorted to many singular devices for the purpose of harnessing 
themselves to their better resolutions. Now such an investment 
as a savings-bank account is decidedly inferior, in this respect, to 
an endowment policy, since the preservation of the balance on 
account imposes a continual strain upon the will of the saver, 
while the endowment policy preserves itself, under ordinary 
circumstances, through the inconvenience and loss attending 
withdrawal. Similarly, securities that find a ready market at 
all times give greater opportunity for the dissipation of savings 
than securities that are hard to dispose of. It is not necessary 
to enter upon a lengthy argument to show that the more fluid 
the investment the higher the order of thrift required for the 
maintenance of a permanent capital. 

It is obvious that in any community the character of invest- 
ments open to savings may change as a result of general eco- 
nomic progress. It may become more and more difficult for 
one who saves to invest in capital goods for his own business. 
Intangible investments may become increasingly fluid. Under 
these conditions corresponding changes may readily take place 
in the general disposition to save. With a given income the 
average man may consequently find greater and greater diffi- 
culty in accumulating a capital fund. 

It does not follow, of course, that the accumulative power of 
the community as a whole would be reduced. The change in 
the character of investments might be one of the consequences 
of a change in forms of enterprise which enhances the pro- 
ductive power of the community, and from the increased social 
income a larger fund of wealth might conceivably be set aside. 
The change in the character of investments might accompany 
a rise in the rate of interest, and this might give a stimulus to 
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accumulation that would be a complete offset to the effect of the 
change primarily under consideration. The concentration of 
wealth might be another accompaniment of the change, and 
this also might encourage accumulation. 

Yet with all allowance for such subsidiary changes, it appears 
quite conceivable that there are circumstances under which the 
power of a community to creaie capital will be reduced by 
changes in the form of investments. What seems even more 
probable is that the accumulative power of particular social 
classes will be thus affected. We may, with profit, consider at 
some length the effect of changes in investments upon empty- 
handed laborers — a class which is and will remain one of the 
largest and most important in society. 

Ill 

In the newer agricultural sections, even after all the land has 
become private property, it is a comparatively easy matter for 
the man without capital to become the owner of land. After a 
few years as a hired laborer he can accumulate enough capital 
to provide himself with the machinery and stock which he needs 
to start in business as a small tenant. This position once 
gained, greater oppprtunities for saving are open to him, and 
the incentive to save grows stronger. He probably begins 
with inadequate equipment ; if possible, he makes good the de- 
ficiency out of the profits of the first years. If land is cheap, 
the tenant soon develops the ambition of becoming the owner 
of the farm which he works or of a similar one in the vicinity. 
In order to realize this ambition, he continues to live as cheaply 
as possible, putting by every year funds which eventually make 
up the necessary minimum cash payment. To extinguish the 
indebtedness which he has incurred in purchasing his land, he 
will be impelled to save for several more years. When this has 
been accomplished the need for larger farm buildings, better 
stock and new machinery makes itself felt. In the end, how- 
ever, the farm is fully equipped, according to the prevailing 
state of agricultural technique. Further savings can not well be 
invested upon it. The farmer may desire additional land, and 
its purchase and equipment may give sufficient opportunity for 
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investment for another considerable period of time. If no ad- 
joining fields are for sale, he may purchase lana at a distance, 
to be worked by a tenant. Or he may accumulate a savings 
bank deposit or even invest in securities. The habit of saving 
may have become a second nature with him, and may not be 
affected at all by the change in his circumstances. But unless 
the farmer is endowed with an unusually strong accumulative 
instinct, it is more than probable that after he has cleared his 
farm of debt his efforts to save money will relax. He will in- 
crease the scale of his expenditures, and it is not improbable 
that he will let his farm and retire to the village to live on the 
rent. In such case, the farm passes again into the hands of a 
tenant of small means, who after some years of toil and frugality 
buys under mortgage, and eventually enjoys unencumbered 
ownership of land and stock. Under such circumstances the 
land serves as a means of training successive generations of 
propertyless laborers in habits of thrift, transforming them 
eventually into small capitalists. And this is not an imaginary 
account of what would happen to A or B under hypothetical 
conditions. It is a description of what is actually occurring in 
every part of the country where land is cheap and the standard 
of consumption of the agricultural population is relatively un- 
developed. 

Not all the farms, of course, change hands in the manner de- 
scribed. Some of them pass regularly from father to son; 
some pass from the possession of one small capitalist into that 
of another. In either case the transfer of land gives little occa- 
sion for the exercise of thrift. The heir who comes into pos- 
session of a fully equipped farm may desire to make a few 
changes in its stock ; but this is soon done, and further savings 
have to seek outside investments. The position of the cash 
purchaser is analogous. He soon reaches a point where it does 
not pay him to reinvest profits on the land. 

From the point of view of the theory of thrift it is of import- 
ance to know whether, in a given community, land normally 
remains in the possession of the moderately rich, or whether 
there is a tendency for it to pass from the richer to the poorer 
man. In any community both types of transfer will be made, 



234 POLITICAL SCIENCE QUARTERLY [Vol. XXII 

but one may be the rule, the other the exception. We may 
consider briefly the conditions determining the prevailing type. 

Land can not become a pure investment for the man who has 
wealth enough to live without manual labor, until a permanent 
class of tenants or a permanent class of agricultural laborers has 
been developed. With temporary tenants and an uncertain 
supply of agricultural laborers, the problem of getting an in- 
come out of land upon which one does not live is a serious one. 
Under such conditions a man who can no longer cultivate his 
land will often find that the wisest course is to sell it. He can 
not, however, sell to another man who is sufficiently wealthy to 
live at ease. It thus becomes necessary to sell to the man 
without capital, who will himself till the land. 

It is precisely when land is relatively cheap that it is difficult 
to find permanent tenants. To save money enough for the 
purchase of a farm when land costs ten dollars an acre does not 
seem difficult ; to save enough to buy a farm at one hundred 
dollars an acre seems impossible. In a district where land is 
cheap, the tenant easily conceives the plan of acquiring land ; 
he cuts his expenses to the minimum and ultimately ceases to 
be a tenant. Where land is dear, the tenant is likely to despair 
of becoming a proprietor ; and if he saves money, it is for out- 
side investments. It is true that when land is dear the tenant 
requires a larger amount of auxiliary capital, because more 
intensive cultivation is necessary ; and for this reason a consider- 
able amount of savings can be reinvested in his business. But 
this state of affairs makes it more difficult for the laborer to be- 
come a tenant and so helps to create a permanent body of 
agricultural laborers. Thus the incentive to save is reduced for 
those who stand economically in the lowest rank. 

In mercantile and manufacturing pursuits there are similar 
influences at work. The small merchant feels constantly the 
need of additional capital. Whatever he can save he puts back 
into his business. If he borrows capital, it is with the expecta- 
tion of paying off the debt and operating exclusively with his 
own funds. Unlike the farmer, he does not easily reach a 
point where it no longer pays him to increase his working capi- 
tal. If his business is established in a village, it may continue to 
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expand until it controls the whole local trade. The merchant 
may then establish a branch in a neighboring village, or he may 
invest in a local banking enterprise or in mortgages or other 
securities. The essential point is that the time comes when the 
local merchant must invest his savings in businesses beyond his 
immediate control. While the limits to the expansion of a mer- 
cantile establishment in a large town or city are yet more elastic, 
even here the point is reached eventually where savings must 
seek outside investments. This fact is due partly to limitations 
upon the organizing power of the merchant, partly to the exis- 
tence of competitors with whom peaceable relations must be 
maintained and who would view with jealousy any undue ex- 
pansion of a rival business. 

The position of the individual manufacturer is similar. At 
first an insistent need for capital compels him to reinvest in his 
business as much of his income as he can spare. In the end 
he becomes fully equipped, according to the existing state of 
technique, and further accumulations must flow into outside 
investments. 

In any given community the majority of the mercantile and 
manufacturing businesses may be well established and fully 
equipped with capital goods. When such businesses change 
hands, they are likely to remain in control of men of the same 
income class; and as it would be difficult, under the circum- 
stances, for a new man to build up a business, the incentive to 
thrift for business men in general is weak. Accumulation will 
no doubt continue, but since the capital thus accumulated must 
seek outside investment, the progress of saving will slacken. 

At any time, however, a far-reaching change in technique may 
occur. A new opportunity for investment will then be opened 
for all the enterprisers in the industry affected; sympathetic 
changes in technique may be made in other industries; and 
thus a community that had for the moment attained the fully 
equipped stage would be restored to the stage in which every 
business man strives to increase his equipment of capital goods. 
Now if, as I have tried to show, the latter is the state most 
favorable to accumulation, we should expect to find, in any 
community, a certain periodicity in capital formation. Capital 
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will increase until the average business has its full complement 
of goods, according to the prevailing methods of production. 
An improvement in methods will create new opportunities for 
the investment of capital. Eventually the stage of complete 
equipment will again be reached, only to be followed by further 
improvements in technique. 

It is conceivable that changes in technique may follow one 
another so rapidly that the stage of complete equipment is never 
actually attained. Even under these conditions, however, there 
would probably still be periods in which actual equipment would 
be abnormally far from the full complement of goods required 
by the existing state of technique, and periods in which the 
equipment would be relatively complete. And this would be 
sufficient to allow for a certain periodicity in capital formation. 

If it were true that capital flowed freely from other parts of 
the industrial field to the points where it is most needed, a 
change in technique which necessitates the employment of addi- 
tional capital in a given industry would not necessarily give rise 
to the formation of new capital. The industry needing capital 
would be supplied out of the fund already existing. So long, 
however, as industry is still controlled by the individual enter- 
priser, the mobility of capital must remain imperfect. Some new 
enterprisers will enter an expanding industry, bringing their 
capital with them. Some capital accumulated in other fields 
will find its way into the industry under the form of loans. But 
under the system of individual enterprise, the loan implies re- 
payment. It is obvious, therefore, that each industry is placed 
under the necessity of providing itself in large measure with the 
capital it needs. 

When the system of individual enterprise gives way to the 
system of corporate enterprise, capital becomes more nearly 
fluid. An industry organized as a corporation may finance any 
transformation of its equipment by the issue of new securities. 
This means that it may simply draw to itself a part of the ex- 
isting fund of capital, under conditions that make the transfer 
of capital permanent. It is true that the new demand upon the 
general fund of capital may raise the interest rate and so in- 
directly stimulate saving. But this does not necessarily follow. 
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Accordingly it would appear that one of the effects of the ten- 
dency toward corporate forms of business organization is the 
destruction of one of the strongest motives for saving. 

IV 

From the foregoing discussion it appears that what the aver- 
age man will save depends in large measure upon the kind of 
investments open to him, although there are exceptional indi- 
viduals who will be equally thrifty whatever the conditions of 
investment. I shall now endeavor to show that what the average 
man will save depends in large measure upon the prevailing 
standard of living, although there are exceptional individuals 
who shape their economic conduct with little reference to social 
standards. 

The acceptance by the individual of a standard of living is 
one of the manifestations of the fundamental desire to maintain 
one's equality with those whom one conceives to be of his own 
kind. In a society like our own, where the character of a man's 
activities is predominantly economic, the desire for retaining 
one's place in the esteem of one's fellows naturally assumes an 
economic direction. Just as in a military society each man 
strives to display average courage and strength and skill, so 
to-day each man strives to attain average economic success. 
And just as formerly the yeoman did not strive to emulate the 
knight, but contented himself with the yeoman's standard, so 
to-day one does not strive to emulate in his economic conduct 
those that are far above him in the social scale, but is content 
with attaining the standards of the class of which he is a 
member. 

It is obvious that the more closely society is knit together, 
the greater the influence of social standards upon economic con- 
duct. The solitary frontiersman shapes his economic conduct 
with very little regard for the opinion of other frontiersmen 
with whom he may occasionally associate. The one rich man 
in a community of poor men is scarcely at all under the domi- 
nance of social economic standards. 

In current discussion it is usually assumed that the standard 
of economic success is a standard of consumption. To the 
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writer this does not appear to be always or even generally true. 
" Conspicuous consumption " is a proof of economic success, and 
wherever it is the most telling proof, the standard of economic 
success is likely to be a standard of consumption. But wher- 
ever economic success is better displayed in some other way, as 
for example by increase in one's visible assets or productive 
equipment, the standard of consumption exercises little influence 
upon economic conduct. A standard of conspicuous possession 
or of productive power takes its place. 

From the point of view of the theory of thrift, it is obviously 
important to know the conditions under which the one standard 
or the other prevails. In an environment in which the prevail- 
ing standard is one of consumption, what the individual can 
save is measured by the surplus of his income over the socially 
determined standard of expenditures. Where the standard of 
possessions prevails, what the individual may consume — above 
the minimum required for productive efficiency — is determined 
by the degree in which he has attained to the social standard of 
possessions. 

A consideration of the nature of these standards will show 
that where additions to a man's possessions are patent to his 
associates, while his consumption is relatively a private matter, 
the standard of possessions will prevail. Where, on the other 
hand, the increase of a man's possessions is a private matter, 
known at best to few of his associates, the prevalent standard 
will be one of consumption. 

When a community is in the stage in which a man ordinarily 
invests his savings in his own business, every increase in posses- 
sions makes itself known. Under such circumstances we should 
expect to find the standard of possessions dominating the social 
life. And this in fact we find to be the case. In a new agri- 
cultural district the individual may, without losing social esteem, 
live on the products that he can not sell, clothe himself in rags, 
and dwell in a shanty furnished with the products of his own 
clumsy workmanship. The center of interest does not lie in 
one's personal appointments ; economic success is proved by 
the size of barns and granaries, by the number of cattle and 
draft animals and the make of farm machinery. Not only does 
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society tolerate the neglect of consumption : it visits those who 
are nice in their tastes with the penalty of its disesteem. It is 
therefore not surprising that in rapidly developing agricultural 
districts we find on the typical farm a huge barn and a tiny, 
ramshackle house; fine draft horses and a lean, ill-groomed 
driving team ; heavy farm wagons of the latest make and a 
rickety old buggy. Under the conditions, these things are in 
style. 

The merchant and the manufacturer come under similar in- 
fluences. In an environment of expanding businesses, the best 
proof of their economic success is the rapidity with which they 
add to their own stocks and equipment. Business men, how- 
ever, are less likely to develop a class standard of social life, 
because their association with one another is less intimate and 
less exclusive. 

When a community has attained to its full complement of 
capital goods it is natural that a change should take place in the 
importance assigned to consumption. Further acquisitions of 
productive goods — bank deposits, securities etc. — are relatively 
inconspicuous. Some more public way of displaying economic 
success is necessary. And so, in a farming district, large 
houses are built; good roadsters and driving gear are pur- 
chased ; entertainment becomes an important element in life. 
Under like conditions the merchant or manufacturer builds a 
mansion, and his wife goes into society. And just as the stand- 
ard of possessions imposes itself upon many who are not by 
nature disposed to accumulate wealth, so the new standard of 
consumption exacts conformity from those whose tastes or 
economic situations accord better with the earlier order. When 
most of the farmers of a neighborhood hold unencumbered and 
fully equipped farms and raise their standard of consumption 
accordingly, the tenants, who can ill afford to do so, begin to 
imitate them. When business men spend more on themselves 
and their families, their clerks follow suit. 

What is true of the classes which originally were in an excel- 
lent position to accumulate is of course true of the classes that 
never have had the opportunity to invest in goods for use in 
their business — the urban day-laborers and the whole range of 
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salaried employees and professional men. If these save at all 
and acquire possessions, the fact does not obtrude itself upon 
their associates. How a man dresses, where he lives, what de- 
gree of style he maintains — these are the obvious indices of 
economic success. Hence the standard of consumption pre- 
dominates. Saving becomes all but impossible for those whose 
incomes are below the normal earnings of the class ; those who 
receive only normal incomes find it difficult to save. For the 
natural spirit of emulation which here finds expression in con- 
sumption forces the standard as high as it will go : to the nor- 
mal earnings of the class. The saving power of the class as a 
whole depends upon the number of incomes above the normal. 

It is obvious that if a tendency appears toward equalization 
of incomes within the class, the saving power of the class is 
reduced. Even if the result of this tendency is to raise the nor- 
mal income of the class, the effect upon saving is the same, for 
the standard of consumption soon rises so as to absorb the new 
income. 

If the different income groups within the class tend to form 
social subclasses, the effect upon thrift is equally unfavorable. 
The better paid subclasses form standards of consumption of 
their own, which eventually absorb the surplus income that 
would otherwise have been available for saving. 

Now, both of these tendencies appear to be in operation. 
Professor H. L. Moore has shown quite conclusively that in a 
wide range of industries there is at present a tendency toward 
equalization of wages. 1 And that social stratification is increas- 
ing among wage-earners hardly any one who has lived in an 
industrial city can have failed to observe. 

But is it inevitable that the standard of consumption should 
have reference entirely to present consumption ? Under some cir- 
cumstances it is not. The man who works by the day must feel 
the need of some small reserve against sickness or failure to find 
employment. Payments to the benefit fund of his trade union 
or friendly society may become an integral part of the standard 

1 " The Variability of Wages," Political Science Quarterly, March, 1907, XXII, 
6i-73- 
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of living which a man must maintain if he desires to retain the 
respect of his fellows. In the higher ranks of the propertyless 
classes, as among salaried employees and professional men, 
especially where social relations are of a permanent order, the 
necessity of making provision for the maintenance of the stand- 
ard of consumption through a long period of superannuation 
may be keenly appreciated. For men in such a position there 
is little satisfaction in maintaining the established scale of expen- 
ditures, if there is a prospect that the same friends whom one 
desires to impress will at some future time be cognizant of one's 
economic decay. And so an endowment policy or a parcel of 
securities may become an integral part of the standard of living. 
Viewing society as a whole and disregarding a narrow range 
of conditions which tend to emphasize the importance of future 
standards of consumption, we perceive that the standard of pre- 
sent consumption gains increasing power over economic conduct 
as society approaches the stage where it is practically fully 
equipped with capital goods according to the existing state of 
technique. As revolutions in technique take place a margin 
appears between social income and social expenditures, and this 
gives rise to new savings. There is accordingly a second 
reason for a certain periodicity in social thrift. So far as the 
laboring class is concerned, the possibility of saving on any 
large scale tends to disappear, not to return. In an industrial 
state where the high price of land has made the acquisition of 
landed property almost impossible for the man who starts with- 
out means, where the increasing size of the business unit reduces 
to a minimum the chance of the man of small means to create 
a business under his own control, there are also at work forces 
which cause expenses to approach very close to income. What 
wonder that the empty-handed laborer of to-day tends to remain 
a laborer, and that his hands remain empty. 

V 

The objective conditions of thrift, for those who start in life 
with no other resource than their labor, are, as we have seen, 
growing less favorable in the modern industrial state. The 
laborer no longer has access to the most attractive of invest- 
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ments, and he is coming under the more complete dominance 
of standards of present consumption. 

But may it not be that the instinct of thrift is growing 
stronger? And may not the spread of popular education in- 
culcate ideals of thrift in many who by nature are little disposed 
to save? So far as the instinct to save is concerned, there is 
no reason for believing that under modern conditions it is grow- 
ing stronger. Where periodical famines occur, the man who is 
incapable of accumulating a reserve runs the risk of elimination, 
and his kind is not likely to multiply upon the earth. Under 
modern conditions, however, there is no effective check upon 
the multiplication of the thriftless ; indeed, those having highly 
developed instincts of thrift are far more likely to fail to con- 
tribute their proper quota to the population. And as for edu- 
cation, do we not find that it is the immigrant, who has enjoyed 
few educational advantages, rather than his son, who has re- 
ceived a fair degree of culture, who is apt to save? Of course 
other factors enter into the problem : the native-born children 
of foreign parents live under different standards of consumption. 
It is impossible to show that education as such is unfavorable to 
thrift, and equally impossible to show that it stimulates thrift. 

It cannot be denied, however, that the conduct of individuals 
may be affected by the prevailing ideals as to saving and spend- 
ing. Where parsimony is held in general contempt, many men 
will spend freely even though the prevailing standard of living 
does not require such action. Where the text " Many a mickle 
makes a muckle " is interpolated into the popular Scriptures, 
many persons will manage to outwit the prevailing standard of 
consumption and lay by some part of even an abnormally 
small income. It is therefore worth while to consider what in- 
fluences determine the prevailing ideals in the matter. 

So long as the landed aristocracy was politically and socially 
dominant, the ideals of that class exerted an influence upon the 
conduct not only of its members but also of those who were 
just beyond its limits. Liberality in expenditures was one of 
the ideals of the aristocracy, and we may be sure that many a 
tradesman — or at any rate many a tradesman's son — thought with 
shame of the parsimony to which he owed his prosperity, and 
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endeavored to emulate his betters as soon as his accumulations 
placed him in a position to do so. When the middle class be- 
came sufficiently numerous and powerful to develop ideals 
of its own, thrift became a virtue not only in the eyes of the 
bourgeoisie, but also in the eyes of those who were on the 
borders of this class, above it and below it. Many members of 
the decaying aristocracy and many members of the rising work- 
ing class have doubtless been induced to save through the pre- 
cepts of the middle-class spokesmen, the political economists. 

In the cases cited, what was originally nothing but the work- 
ing principle of a particular social class became an ideal upon 
the emergence of the class into social autonomy and self-con- 
sciousness. To-day the working class is rising into an autono- 
mous position. The workingman of to-day repudiates the term 
" the lower classes." His position is not the same as that of 
the property owner, but it is not in his opinion inferior. It 
follows that any line of conduct rising normally out of his posi- 
tion as a wage earner will be held in honor by him. It is 
pertinent, therefore, to inquire what attitude toward thrift the 
exigencies of his situation lead him to adopt. 

The laborer must, as a rule, live from his daily earnings, and 
his fundamental demand upon society is that the daily earnings 
of every able-bodied and willing worker shall be sufficient to 
satisfy all reasonable desires. Accident, sickness and old age 
require provision ; and it is most reasonable that he should de- 
sire to accumulate a reserve against these contingencies. But 
how shall the reserve be accumulated : by individual saving or 
by collective saving? Obviously the latter method makes the 
least demand upon the daily income of the laborer, it is there- 
fore likely to become the prevalent one. 

It is no part of the workingman's view of progress that each 
individual should become the owner of a capital whose earnings 
may supplement those of his labor. No such supplementary 
income should, in the laborer's view, be necessary ; and the work- 
man who endeavors to secure it for himself, instead of bending 
his efforts to the winning of better conditions for labor in general, 
is likely to be blamed for selfishness rather than praised for 
self-restraint. If his earnings are more than sufficient to meet 
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his current expenses, he should lend a hand to those of his 
comrades upon whom misfortune has fallen. Light-handed 
spending in time of prosperity, mutual aid in time of distress — 
such appears to be the approved conduct of a permanent body of 
propertyless laborers. And if this is true, we may be quite certain 
that such practices will in the end be idealized, and that middle- 
class schemes of cultivating thrift among the working classes will 
meet vith increasing resistance. Already it is easy to find 
bodies of intelligent workmen who express the greatest contempt 
for the fellow workman who is " salting down " a part of his 
earnings. 

We have, then, little reason for expecting that the prevailing 
insecurity in the lot of the modern workman will ever be re- 
moved by the development of individual thrift. And under 
present conditions, the laborer is far from being assured of the 
generous assistance of his fellows in time of need. There is too 
little stability of social relations to admit of a development of 
spontaneous mutual aid comparable to that of the middle ages. 
And this is the chief reason for the rise of the friendly society, 
the trade union with benefit features, the industrial insurance 
company. It is also the explanation of the increasing demand 
for governmental workingmen's insurance. 

Alvin S. Johnson. 
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